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FACING THE WORLD TOGETHER: THE ROLE OF GREAT
LAKES STATES AND PROVINCES IN DEVELOPING CANADAUNITED STATES ENERGY
Session Chair - Chris Sands

CanadianSpeaker - Benjamin Teitelbaum
United States Speaker - Kim Hill

INTRODUCTION
Chris Sands
MR. SANDS: Good morning. We have rung the bell in the Henry King
tradition and we want to start our program. Thank you all for coming on a
Saturday morning. This is always a little tough, especially when there are a
lot of other things-like sleeping in-on your agenda. But we have a really
terrific panel. Yesterday we talked, among other things, about energy and
climate change; what kept coming up, as you probably recall, was the transportation sector. We ended up talking about cars and the amount of energy
that transportation takes up, whether it is fossil fuels or other fuels. This
morning's panel will focus on the transportation sector in two very important
ways, both freight transportation and vehicle transportation. We have a terrific panel this morning to give us two very important perspectives.
Our first panelist is Kim Hill. Kim is the Director of Sustainability in
Economic Development Strategies at the Center for Automotive Research in
Ann Arbor.' He is part of the Automotive Communities Partnership, an important initiative which takes a look at how communities are adjusting to
2
changes in the automotive sector. He brings with him a perspective of what
this looks like from the people who make cars, the people who are involved
in the supply chain, as well as the communities themselves and the impact
the vehicles have on them.

1 Kim Hill-Biography,CTR. FOR AUTOMOTIVE RESEARCH,
http://mbs.cargroup.org/2011/content/view/141 (last visited Nov. 13, 2011).
2 Automotive Communities Partnership,CTR. FOR AUTOMOTIVE RESEARCH,
http://acp.cargroup.org (last visited Nov. 13, 2011).
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Following Kim, we will have a presentation by Benjamin Teitelbaum. 3
Benjamin is someone I have known for quite a while, and I am very pleased
to have him here. He is with the Commission on Environmental Cooperation
("CEC") that is part of certain North American Free Trade Agreement
("NAFTA") institutions. He is a special assistant to the CEC with responsibility in the last few years for looking at sustainable freight transportation,
which all three NAFTA governments have worked on.4 But most importantly, the CEC is bringing a lot of new ideas to the issue, so we are looking
forward to hearing from both of them. With that, let me turn it over to Kim.
UNITED STATES SPEAKER
Kim Hill
MR. HILL: Thanks, Chris. Dan gave me a great vote of confidence yesterday.
As Chris alluded to, there was a big elephant in the room yesterday with
the climate change and the use of energy in the transportation sector. A lot
of folks point to the transportation sector as either part of the solution or the
cause of the problem.5 You know, as all of you got here one way or another,
we cannot do without transportation. And I would guess that, again, eightyfive percent of you could not get here without your car.
Therefore, what I am going to do is to give you a view from the automotive sector and in this region-make no mistake about it for those of you who
are not from around here-the auto sector is the main driver of the economy. 6
Without automotives, Cleveland would not be here. A lot of other towns

3 Benjamin Teitelbaum-Biography, LINKEDIN,

http://ca.linkedin.com/pub/benjamin-teitelbaum/6/8b6/180 (last visited Jan. 18, 2012).
4 COMM'N FOR ENvTL. COOPERATION, http://www.cec.org/Page.asp?PagelD=
1226&SiteNodelD=310&BLExpandlD=154 (last visited Nov. 13, 2011).
5 See, e.g., Reducing Greenhouse Gas Emissionfrom U.S. Transportation,PEW CTR. ON
GLOBAL CLIMATE CHANGE, http://www.pewclimate.org/docUploads/ReducingGHG

fromjtransportation.pdf (last visited Nov. 13, 2011).
6 See, e.g., Michael F. Thompson & Ali Arif Merchant, Employment and Economic
Growth in the U.S. Automotive Manufacturing Industry: Considering the Impact ofAmerican
and JapaneseAutomakers, IND. Bus. REV. (Spring 2010), availableat
http://www.ibrc.indiana.edulibr/2010/spring/pdfs/I BR-spring l0_.Article2.pdf.
7 See generallyAutomotive Industry, THE ENCYC. oF CLEV. I-lST.,
http://ech.case.edu/ech-cgi/article.pl?id=A3 (last visited Nov. 13, 2011) (discussing the history of the automotive industry in Cleveland).
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would not even exist.8 So if the auto sector goes offshore or somewhere else,
we have a lot of problems.
I was struck by a lot of things that were said yesterday, and there were
certainly a lot of pithy comments, and by the time the day wore on most of
my comments had been covered. But I did have one comment that kind of
shines through, and in the work that we often do, it strikes me that there is a
political element to something that should be very market-driven. I can see
where the politics get involved: needing policies and the like to help people
make some decisions. But I am struck that, and hold on to your seats, politicians are not the smartest group of people when they get together. These are
the folks who said, "We will solve the budget problem." They said, "We are
going to take a lot of money out of the budget." And, in fact, what they ended up doing was slashing a lot of money out of the budget that was not going
to get spent anyway. I do not know if you have been following the budget
news recently but there are billions of dollars where politicians said, "We can
make these cuts but we were not going to spend it on the census anyway." 9
So what does strike me is a very easy solution. I hear this from folks in
the car companies, folks who I work with, and a lot of you folks have already
said it. The solution is to put a price on carbon. Do not call it a tax because
that is a bad word, apparently. Again, these are people who are sent to
Washington to make some sort of change, and they cannot start a conversation on what seems to be a no-brainer to everybody who steps back from
this-which is to make the price of gasoline a certainty. The auto industry
and the consumers will respond.
Right now, Exxon and British Petroleum are the ones who are setting our
energy policy.' 0 So as I see it, you first put a fee on carbon, then take the
revenue from the fee, and pump it back into the companies that can most use
that research and development money to help people avoid the initial fee. So
if you tax gas and put the tax money back into research and development to
make vehicles that can get better mileage, then you are giving people a
means of avoiding that tax. It seems like a no-brainer. It seems very simple.
8 See, e.g., Thomas J. Sugrue, From Motor City to Motor Metropolis: How the Automobile Industry Reshaped Urban America, AUTOMOBILE INAM. LIFE & SOC'Y,

http://www.autolife.umd.umich.edu/Race/ROverviewlR_Overviewl.htm (last visited Nov.
13, 2011).
9 Robert Schlesinger, The Numbers Behind the 38.5 Billion (or $352 Million) Budget
Deal, U.S. NEws & WORLD REPORT (Apr. 15, 2011),
http://www.usnews.com/opinion/blogs/robert-schlesinger/2011/04/15/the-numbers-behindthe-385-billion-or-352-million-budget-deal.
1o See, e.g., Steve LeVine, Exxon Mobil Knows More About the Futureof Energy Policy
than Congress Does, FOREIGN POL'Y (Nov. 2, 2010),

http://oilandglory.foreignpolicy.com/posts/2010/11/02/exxon-mobil_knowsmoreabout-the_
future of energy-policy-than-congress.does.
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I know a lot of you folks in the room would say it is not that simple, but it is
a premise and we need to start talking about it.
One of the things I participate in is the Center for Automotive Research
and our organization is based in Ann Arbor." The Center for Automotive
Research ("CAR") is a non-profit independent research organization focused,
obviously, on the auto industry, what is going on in the industry, and how it
affects all the stakeholders in that industry.' 2 So we do some of our work for
the automotive companies but a lot of work for state and local governments,
foundations, and a lot of folks who want to understand where the industry is
going.13 People want to know what the industry will look like two, three,
four, five, ten years from now. And so in connection with that, I direct a
program at CAR called the Automotive Communities Partnership, and it is in
its tenth year now.14 We have communities and companies working together
on enhancing the automotive endowment and helping the economy of this
region. We have widespread participation from Ontario all the way to Illinois, including thirty-five and counting regional economic development organizations representing fifty counties, as this map signifies.15 We have cooperation from utility companies, automobile companies, suppliers, just a lot
of different folks and organizations, like the Canadian Consulate, are actively
involved in our program.16
We provide a lot of analyzes and objective advice.' 7 We point out best
practices when we see them.' 8 We provide forums on topical issues and actions, we help provide communities with needed industry information, and
most importantly we try to get the communities to collaborate on that common mission. 19 It has been a great run and it works out very well. The reason it works out very well is because the industry is highly integrated
throughout the region. 2 0 Each one of those dots is connected to every one of
those other dots. You cannot build a motor vehicle in a vacuum. You need

"1 CTR. FOR AUTOMOTIVE RESEARCH, http://www.cargroup.org (last visited Nov. 13, 2011).
12 See id.

id.
14 See Automotive Communities Partnership,supra note 2.
' See Supporting Organizations,Automotive Communities Partnership,CTR. FOR
13 See

AUTOMOTIVE RESEARCH, http://acp.cargroup.org/supportingorganizations (last visited Nov. 13,

2011).
See id.
17 See About ACP, Automotive Communities Partnership,CTR. FOR AUTOMOTIVE
16

RESEARCH, http://acp.cargroup.org/index.php/about (last visited Jan. 18, 2012).
'8 See id.
'9 See id.

20 See Communities,Automotive Communities Partnership,CTR. FOR AUTOMOTIVE
RESEARCH, http://acp.cargroup.org/comnunities (last visited Nov. 13, 2011).
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parts and supplies and people from across the region to make sure that an
automobile gets assembled.2 1
So one of the points of this Conference regarding energy, climate change,
and the like, as I see it at the moment, is to examine three main energy issues
that sort of interweave with the auto sector.22 One is energy efficient trans23
portation. We are seeing investments from the private and public sources.
The second issue is the industry's energy demand and where that energy
source comes from. Third, we look at things like greening the manufacturer
supply chain (and I think my colleague on the panel will be talking a little
more about the supply chain as well) and then experiencing a supply chain
24
disruption, as seen most notably in Japan's earthquake.
There were issues with the supply chain: the spread of it, the transport
costs, and the fuels and risks inherent in it well before a major event like this
happened. 25 So now we are questioning: what are the lessons from the earthquake? Are we going to rethink globalization?
I would like to look at this manufacturing process chain in three sections.
One is vehicle efficiency. Two is the manufacturing process chain, if you
will, and all the materials, services, supply chain goods, and where the vehicle is actually manufactured. Third, overlaying all of that, is the transportation sector, the movement of goods and people, in addition to the energy the
industry demands to make the vehicles and to be able to drive them.
Just a couple of little graphs that I would like to point out. This is what
we commonly call an inverse relationship. The price of gas goes up. Tradi26
tionally, it went down, and it is correlated highly significantly over time.
Every time you would see a spike in gas-you get to the late 1970s and I
know a lot of you were around then-but the late 1970s was when the imported vehicles first started really showing up en masse market share.27 The
21 See, e.g., Thompson & Merchant, supra note 6.

22 See Kim Hill, Presentation: Energy Security and Climate Change: A Canada-US Common Approach: View from the Auto Sector, CAN.-U.S. L. INST., at 4 (Apr. 16, 2011), available at http://cusli.org/conferences/annual/annual_2011 /documents/PresentationKHill.pdf
(last visited Nov. 14, 2011).
23 See id.
2 See id.; see also DICK K. NANTO, ET AL., CONG. RESEARCH SERv., R41702, JAPAN's 2011
EARTHQUAKE AND TSUNAMI: EcoNoMIC EFFECTS AND IMPLICATIONS FOR THE UNITED STATES

(2011).
25 See Hill, supra note 22, at 26-27.
26 See id. at 6 (depicting average real gasoline price from 1970-2010); see also Gasoline
Price Changes and the Petroleum Industry: An Update, FED. TRADE COMM'N,

http://www.ftc.gov/os/2011/09/110901gasolinepricereport.pdf (last visited Nov. 14, 2011)
(noting gasoline price changes over time).
27 See Thomas Klier, From Tail Fins to Hybrids: How Detroit Lost its Dominance of the
U.S. Auto Market, 33 ECON. PERSP. 2, 2-3 (2009) (discussing the increase in automotive imports during the 1970s).
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Detroit Three went from making up close to ninety percent of the market in
the 1970s to less than fifty percent today.28
That is an astounding drop in market share. One, because the competition
was out there, but two, when you look at a graph like this, it is a nonresponse to market signals that the auto companies were not prepared for a
number of times.2 9 We think they are prepared this time.
So what have they been doing? They have been working on energy efficient vehicles.30 We know we had a big price shock a couple years ago and
then the economy tanked, but a couple of years ago the price of gas hit four
dollars a gallon, and now we are right back there. 31 However, in the last coupie of years there have been some major reinvestments.3 2
There have been a couple of bankruptcies from the auto companies, some
restructuring, and some cutting of costs. 33 Alternatively, there have been
some major investments.3 4 The federal government has stepped in finally
and helped open the research and development of, again, a very key industry
to this nation's economy. 35 The federal government has stepped in and
helped in a number of other industries, but is has been very reluctant to assist
the auto industry in basic research.36 But it has not resisted in telling the auto
industry what to make along the way. Make it but we are not going to give
you any money for it.
Finally, some money has come onto the table and the auto industry has responded to that money.37 Internal combustion engines have made remarkable
strides towards efficiency; so have electric vehicles. These are all possible
answers to a question and my premise is not one of them is the answer. I do
not know if our Department of Energy ("DOE") person is in the room from
yesterday, but there has been an overemphasis on this second improvement
28 See Hill, supra note 22, at 6 (depicting the Detroit Three United States market share
from 1970 to 2010).
29 See id.
30 See id. at 7 (discussing the various types of energy efficient vehicles).
31 See id. at 6 (demonstrating gasoline price fluctuations).
32 See id. at 22-25 (describing major government and automaker investments).
3 See id. at 23.
34 See Hill, supra note 22, at 22-25 (listing various investments).
35 See id. at 23.
36 See generally History of U.S. Government Bailouts, PRO PUBLICA,
http://www.propublica.org/special/government-bailouts (last modified Apr. 15, 2009) (providing a chronicled overview of United States government bailouts in decades past).
37 See, e.g., Automotive Industry Crisis, N.Y. TIMEs (May 25, 2011),
http://topics.nytimes.com/top/reference/timestopics/subjects/c/credit-crisis/auto-industry/inde
x.html (providing an overview of the recent automotive bailout and the return to profitability
of the United States auto industry).
38 See generally Bill Vlasic, The Downsizing in Detroit, N.Y. TIMEs, Jan. 7, 2011, at BI
(describing various improvements made in fuel efficiency by American automotive manufacturers).
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here. Electric vehicles are clean until you factor in the source of electricity. 39
So it depends where you drive your car.
If you are driving an electric car in Kentucky or Tennessee, it is a real
dirty vehicle. Why? Because you get your electricity from a coal-fired
plant.4 If you drive it in Louisiana, it is very clean. Why? Because Louisiana has nuclear power.4 1 So it just kind of bounces around. It is a moving
target. Diesel is thirty percent more efficient. 42 You cut down your greenhouse gases, but there is low level smog, NOx and SOx. 4 3 Fuel cells are ten
or twenty years away." In 1990, fuel cells were ten or twenty years away.45
In the year 2000, fuel cells were ten or twenty years away.46 Today, they are
ten or twenty years away.47 It is a complex problem, but I have seen some
test vehicles prototypes that have moved in that direction.4 8
We heard about compressed natural gas becoming the domestic source of
fuel. 4 9 "Fracking" is the word we are all starting to become familiar with.o
How do you deliver it? Other fuels and technologies, namely biofuels, are
great.

3 See Antony Ingram, Electric Vehicles: As Clean As The Grid Powering Them, GREEN
CAR REPORTS (July 21, 2010), http://www.greencarreports.comlnews/1047352_electricvehicles-as-clean-as-the-grid-powering-them.
40 See Keep Our Fuel Mix Diverse: Different Regions Use Different Fuels, GET ENERGY
ACTIVE, http://www.getenergyactive.org/fuel/state.htm (last visited Nov. 15, 2011).
41

See id.

42 Hill, supra note 22, at 7 (describing diesel efficiency). See generally Ben Hewitt, The
Casefor Diesel: Clean, Efficient, Fast Cars (Hybrids Beware!), POPULAR MECHANICS (Jan. 1,
2008, 3:12 AM), http://www.popularmechanics.com/cars/alternative-fuel/diesel/4237945.
43 See Hill, supra note 22, at 7.
4 See generally Katie Fehrenbacher, Despite Bloom Energy Deal, Utilities See Little Fuel
Cell Impact, GIGAOM (June 13, 2011, 12:01 AM), http://gigaom.com/cleantech/despitebloom-energy-deal-utilities-not-so-interested-in-fuel-cells (describing fuel cell technology and
the popularly held view that the technology is always years from deployment).
45

See id.

46 See id.
47

See id.

48 See, e.g., GM Begins Testing New Compact Hydrogen Fuel Cell, Plans Commercialization in 2015, GM-VoLT (Mar. 17, 2010), http://gm-volt.com/2010/03/17/gm-beginstesting-new-compact-hydrogen-fuel-cell-plans-commercialization-in-2015.
49 See, e.g., CNG and LNG: Alternative Fuels, U.S. DEP'T OF ENERGY,

http://www.afdc.energy.gov/afdc/fuels/natural-gas-cng-Ing.html (last visited Nov. 15, 2011).
50 See generally Mike Soraghan, Baffled About Fracking? You're Not Alone, N.Y. TIMES,
May 13, 2011, http://www.nytimes.com/gwire/2011/05/13/13greenwire-baffled-aboutfracking-youre-not-alone-44383.html?pagewanted=all (explaining the various meanings of the
term "fracking" used in the oil and gas industry).
51 See generally Gordan Quaiattini, Biofuels Bring Many Benefits, FIN. POST, Dec. 23,
2011, http://opinion.financialpost.com/2010/1 2/23/biofuels-bring-many-benefits (discussing
various benefits of biofuel use).
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So case in point: three major manufactures have deployed selected electric vehicles, namely the Chevy Volt, Nissan Leaf, and Ford Focus Electric.s2
We looked at these, and we said, "Where are these vehicles going to show
up?" This is a little side project that we did and found that the launch in a
number of states initially was successful.5 3 The ultimate question is, where
else are they going to go and why?
Electric vehicles have hardly been selling so we do not know.54 There is
no pattern yet. However, we looked at hybrid registrations and said, "Maybe
that will be a proxy for that," and so the retail or hybrid registrations are, as
you can see, the orange states and those registrations are very high.
When we standardize that to hybrids per ten thousand residents, you can
see the number is pretty high on the West Coast. 56 And then we looked at
what it was that kind of spurred hybrid purchases and consumers to get hybrids. There are a lot of incentives across the states. We looked at all fifty
states and found that there are twelve major incentive type programs. 57 And
in the fifty states there are, as we totaled them all up, fifty-nine government
incentive packages across the fifty states and fifty-one private type incentives, such as insurance incentives.58 Then we looked at the top ten states per
saturation of per ten thousand vehicles, or per ten thousand people, and we
found the more incentives that you offer, the higher adoption rate there is in a
state.59
That is probably not a no-brainer but we were able to kind of show that
there is this statistical significance to that here. So as hybrids go, so will
electrics. That is the question. We think that is probably how it will go because the electrics will sell to people who will trade in their hybrids to get an
electric vehicle. 60
But what is it going to take? Government industry partnerships? Clean
city programs through DOE, another electric vehicle project, consists of installing charging stations in a lot of places. There is money being thrown out
52 See CHEVY VOLT, http://gm-volt.com (last visited Nov. 15, 2011); see also NISSAN
LEAF, http://www.nissanusa.con/leaf-electric-car/index#/Ileaf-electric-car/index (last visited
Nov. 15, 2011); see also FORD Focus ELECTRIC,
http://www.ford.comlelectric/focuselectric/2012 (last visited Nov. 15, 2011).
53 Hill, supra note 22, at 8.
54 See id. at 10.
5 See id.
56 See id. at 11.
57 See id. at 12; see also State and Federal Incentives, PLUG IN AMERICA,
http://www.pluginamerica.org/incentives (last visited Nov. 15, 2011).
58 See Hill, supra note 22, at 12.
59 See id. at 13.
60 See Don Bain, Hybrid Owners Among the First to Buy Recently Launched Electric Cars,
TORQUE NEWS (Oct. 19, 2011, 3:48 PM), http://www.torquenews.com/397/hybrid-ownersamong-first-buy-electric-cars.
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there to put in public and private charging stations, and then there are some
programs across the cities to enhance some of these types of vehicles.61
So what has happened is a map like this tends to pop up showing the hydrogen and electric fueling stations. And it strikes us that there is a concentration of such fueling stations over on the West Coast and a lot of concentration over on the East Coast.6 2 Who is making the decisions and who is driving the policies in Washington? The guys on the West Coast and the guys on
the East Coast. So out here we think that a short-range electric vehicle to
drive from Ann Arbor to Cleveland is a no-starter. Maybe to go around
campus here or to go downtown to the baseball game later today it works, but
it is not really the solution. But what we are being given is the solution to be
pushed in that direction. You need an electric charging infrastructure. 63 For
anybody who is going to buy an electric vehicle, you need a way to charge
it.M You need to have something at your home. Public charging stations are
less of a concern if you can buy your vehicle and use it within the forty to
ninety mile per charge range. 6 5 If that works for you, public charging is not
necessary.
So our hybrid sales are really a proxy for electric vehicle sales. 66 Again,
if they are, there is a lot of money being put in the basket that is not going to
result in a lot of things. So we looked at what the companies have announced. We looked at three major companies: Nissan, Chevy, and Ford.
What have they announced through 2015? Their capacity to build electric
vehicles annually starts at thirty-five thousand in 2011 and increases up to
230,000 by the year 2015.67 We said companies are real fond of saying they
can build, but who is going to buy?
So we looked at who is forecasting sales: Global Insight, JD Power, and
CAR.68 We put our finger in the wind once in a while. Sales forecasts are at
their peak. In 2015, 140,000 electric cars will be sold.69 You know what the
61 See Hill, supra note 22, at 15-16.
62 See id. at 17.
63 See id. at 18.
6 See id.
65 See id.

See CenterforAutomotive Research Releases Study on Estimated US DistributionPattern of Electric Vehicles Through 2015; Focus on Incentives, GREEN CAR CONG. (Feb. 13,
2011), http://www.greencarcongress.com/2011/02/car-20110213.html.
66

67 See Hill, supra note 22, at 21; see also U.S. DEP'T OF ENERGY, ONE MILLION ELECTRIC
VEHICLES BY 2015 FEBRUARY 2011 STATUS REPORT 4-5 (2011), available at

http://wwwl.eere.energy.gov/vehiclesandfuels/pdfs/lmillionelectric-vehiclesrpt.pdf.
68

GLOBAL INSIGHT, http://www.ihs.com/products/global-insightlindex.aspx (last visited

Nov. 15. 2011); see also J.D. POWER, http://www.jdpower.com (last visited Nov. 15, 2011).
69

KIM HILL & JOSHUA CREGGER, CTR. FOR AUTOMOTIVE RES., DEPLOYMENT ROLLOUT

ESTIMATE OF ELECTRIC VEHICLES 2011-2015, at 17-18 (2011), available at

http://www.cargroup.org/pdfs/deployment.pdf.
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size of the market is going to be in 2015? Fourteen million consumers or
beyond. 7 0 Electric cars represent one percent of the cars. So ninety-nine
percent of the other cars have to be something else. Here is the disconnect.
This is what I am getting at: the government is putting a lot of money into
developing electric cars and the payoff is 140,000 vehicles.71 Is this going to
solve the energy climate change problem? I leave that to you. Maybe the
federal government will be buying lots of vehicles. It certainly put a lot of
72
money in.
In the last couple of years the federal government put a lot of muchneeded money in to prop up General Motors and Chryslerand I can get into a
side conversation on that if you want;7 3 this much needed money was a very
good investment to help out General Motors and Chrysler.74 DOE loans,
Cash for Clunkers, and battery initiative totals $132 billion dollars the federal
government has put into the auto sector in the last couple of years.75 And
what are we getting out of it? A push on electric cars. 76
At best, 140,000 vehicles will be sold.77 The automakers, meanwhile, are
taking a lot of that money and saying, "We are going to work on more fuel
efficient technologies," because the DOE, at least, had the foresight to say we
will give you some money if you improve the mileage of the vehicle you are
making and it must be improved by twenty-five percent.78 There has to be a
kicker in there. The auto companies just continue to invest anyway. This is
what they have to do. They have to spend money to make money. They
have to have a new product. Otherwise, they get left behind.
So we have seen ten or eleven billion dollars in investments and plants
around the Great Lakes just last year. 79 This is for an industry that, if any of
you just read the headlines, you may think is dead or dying.8 0 They are investing eleven billion dollars in new infrastructure processes and products.8 1
70 James Healey, Americans Say No to Electric Cars Despite Gas Prices, USA TODAY
(May 24, 2011, 11:11 PM), http://www.usatoday.com/NEWS/usaedition/2011-05-25noelectriccar ST U.htm.
7i

HILL & CREGGER, supra note 69.

72 See Hill, supra note 22, at 22-25 (listing various investments).
7 See Automotive Industry Crisis,supra note 37.
74

See id.

75 Hill, supra note 22, at 23.
76 See id. at 22.
7 See id.
78

ATVM Loan Program,LOAN PROGRAMS OFFICE, U.S. DEP'T OF ENERGY,

https://lpo.energy.gov/?page-id-43 (last visited Nov. 20, 2011).
7 See Hill, supra note 22, at 24.
80

See, e.g., Della Loyd, As the Auto Sputters, Is Car Culture Dying?, POLITICs DAILY

(Mar. 10, 2010), http://www.politicsdaily.com/2010/03/12/as-the-auto-industry-sputters-iscar-culture-dying/.
81 See Hill, supra note 22, at 24.
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Annually, the auto industry spends close to eighteen billion dollars in research and development, separate from anything that came from the government. 8 2 And look at who is spending it: Michigan, Ontario, Ohio, and Indiana.83 These are major amounts of investment in new technologies.
So that is one soap box, and I know I am getting very close on time, and
so the last few slides will go quickly. The other supply chain and disruptions, like transports and fuels, were already a concern before the earthquake.84 Why do we have a global supply chain in an era of hundred dollars
per barrel of oil and a four dollar and escalating per gallon price of gas?
Why do we source from China, from East Europe, and bring parts here when
we could be building them here? Whose smart idea was that? I hate to say
it might be one of you guys.
You advise people how to make money. You can move it over there, you
can make some money because it is cheaper; but all of a sudden now, I am
starting to see in the financial newsletters, people say, "Maybe you ought to
be a little bit closer in, you can save some money." So are we rethinking
globalization? I think so.
Sole sourcing from suppliers? We need some redundancy. We need
some regional ability to build vehicles in North America, Asia, and Europe.
It ought to be self-sufficient. Each one of those three markets. We concentrate on too much production and key suppliers.
One factory went down that made microchips and supplied sixty percent
of the entire globe with those microchips. 86 That factory is wiped out.87 So
why is it just there in Japan? Can we have a clean room here in Cleveland?
Are we too stupid? No, we are not.
So these are the talks they give to the communities, states, and folks and
say, "If you want to spend money, start hammering on these companies that
are selling their cars here to produce more of it here." The power disruptions
we have in Japan are a long-term issue for the supply base; it will be readjusted.
82 See, e.g., Ken Zino, U.S. Automobile Industry Makes $500 Billion Dollar Contribution
to the Economy, THE DETROIT BUREAU (Apr. 22, 2010),

http://www.thedetroitbureau.com/2010/04/u-s-automobile-industry-makes-500-billion-dollarcontribution-to-the-economy.
83 See Hill, supra note 22, at 24-25.
8 Id. at 26.
85 See generally Dennis Fisher, Japan DisasterShakes Up Supply-Chain Strategies, HARV.
Bus. SCHooL (May 31, 2011), http://hbswk.hbs.edulitem/6684.htmI (discussing automotive
manufacturer vulnerability to supply disruptions).
86 See Nanto,supra note 24, at 7 (referencing the closure of the Hitachi factory that supplied sixty percent of the world's airflow sensors following the 2011 earthquake and tsunami
disaster).
See id.
88 See Tomoko Hosoe, Managing Japan's Power Crisis,HARV. BUS. REV. (Mar. 21, 2011),
8
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The supply chain in the auto industry is second to none. 8 9 They can move
freight very, very well and very efficiently.90 I do not know why we are
moving it around the globe. It is probably to show you we can do it. So it
takes thirty thousand parts to build a car. 9 1 We always like to say you cannot
build ninety-nine percent of a car. You cannot omit a part. You cannot sell
it with three wheels instead of four. You need each part. Consolidation of
suppliers increases the risk of disruption. 9 2 There is just a whole host of these issues.
And finally, regarding this industry's energy demands, reliance and colocation are not by coincidence. The auto industry depends on huge amounts
of energy to power its plants and the industry grew up where there was an
abundance of inexpensive energy. 9 3 Here is a good map. 94 The red dots are
the auto industry.95 The black dots are the coal burning power.9 6
We drill in a little bit deeper; this is not by coincidence. It did not happen
because somebody just threw a bunch of plants down. They need the power.
They need tremendous amounts of power. It is getting regulations on the
horizon. This is a threat. You admire Ontario saying it is not going to do
coal any more.
If you have a substitute and you can get it to the industry for a decent
price that is comparable-that is fine. You cannot just do it here. You just
cannot wipe coal out of the equation like they want to do on the East Coast
and the West Coast because the industry that drives the economy of this region and the economy of the United States depends on this power.9 7 Taken
out of the equation, all of those red dots will go away.
We like to talk about the life cycle of an automobile; people say the car is
the problem. Of all a car's CO 2 emissions, seventy-five to eighty-five percent of it is from driving the car around. 9 8 The average life of a motor vehicle on the road right now is ten years and growing.9 So actually, it is sevenhttp://blogs.hbr.org/cs/2011/03/managing-japans-power-crisis.html.
89 See generally K. Todd Matsubara & Hamid Pourmohammadi, The Automotive Industry
Supply Chain: The Evolution of Quality And Supplier Relationships,5 INT'L REV. Bus. RES.
PAPERS 90 (2009), available at http://www.bizresearchpapers.com/8.Hamid-.pdf.
9 See id.
91 See Hill, supra note 22, at 27; see also John Paul MacDuffie & Takahiro Fujimoto, Why
Dinosaurs Will Keep Ruling the Auto Industry, HARV. Bus. REV. (June 2010),
http://hbr.org/2010/06/why-dinosaurs-will-keep-ruling-the-auto-industry/ar/I.
92 See Hill, supra note 22, at 27.

9

See id. at 29.

94

Id. at 29.

95 Id.
96
97

Id.
See id.

9s Id. at 31.

9 See, e.g., Chris Woodyard, Average Age of Vehicles in the U.S. Highest in 15 Years,
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and-a-half percent of emissions per year. To build that sucker is up to twenty-five percent of the total car emissions and that happens in the first year.
Where I think the solution lies is to get the supply chain closer. Work
with the companies to green them up, supply some cleaner power, and you
can stop picking on the motor vehicle itself. The vehicle is a fantastic technology, but I think a comprehensive holistic solution is needed. No one industry or sector can solve the energy dilemma.
Solutions to improve drive train technologies, fuel choices, give a full pallet of energy generation choices, and regionalize the supply chain.'m Certainly, work with communities, states, and provinces to capitalize on foundational strengths. I want to point out the DOE person yesterday was very
proud of the fact that with the money that the DOE is pumping into developing batteries, by 2015 you will have a battery in your car that can have a
range of a hundred miles and it will only cost you ten thousand dollars.io'
I wonder what a Diehard replacement will cost when you go into Sears
and need a new battery. What are you going to do? Throw the car away or
what? I do not see that as a major advancement and I do not see that as a
good place to spend billions and billions of dollars.
I think they are going to have a Midwest renaissance through green manufacturing. This region can position itself for the twenty-first century going
forward as environmentally progressive and economically competitive. We
can sustain employment and living wages, adapt brownfields, and reuse a lot
of the infrastructure that is out there right now. We can capitalize on the
innovation and technology.
With that, I am going to stop. I could say a lot more as you can imagine.
Thank you very much. I look forward to your questions.
MR. SANDS: Thank you very much, Kim, and now we will go straight
to Benjamin. It is all about the "Benjamins" in the end.

USA TODAY (March 30,2010, 4:04 PM), http://content.usatoday.com/communities/driveon/
postI2010/03/average-age-of-vehicles-in-the-us-highest-in-I 5-years/I (stating that the average
life of a motor vehicle is now 10.2 years).
'" See Hill, supra note 22, at 32.
101 U.S. DEP'T OF ENERGY, THE RECOVERY ACT: TRANSFORMING AMERICA'S
TRANSPORTATION SECTOR - BATTERIES AND ELECTRIC VEHICLES 4 (July 2010), availableat
http://www.whitehouse.gov/files/documents/Battery-and-Electric-Vehicle-Report-FINAL.pdf.
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CANADIAN SPEAKER
Benjamin Teitelbaum
MR. TEITELBAUM: Good morning, everyone. We recently published
after close to two years of work a report on sustainable freight transportation. 102 But before I get into that, I just want to say that we did our launch in
Washington, D.C. on March 31, 2011, and at that time, the House Transportation Infrastructure Committee of the Congress was holding hearings on the
future transportation bill and they had some forty experts there. 103 Each expert had something like four minutes to speak and there were stakeholders
from industry, non-governmental organizations ("NGO"), and other experts
from around the country.'1' We cover a much larger geographic zone: North
America. 05
So I am going to take a little more than four minutes, if you do not mind,
to present the facts. I think most of you know something about the Commission for Environmental Cooperation ("CEC"). We were set up in 1994 when
the North American Free Trade Agreement ("NAFTA") was finally approved
by Congress and the United States, Canada, and Mexico.' 06
In order to get the agreement passed at the time, President Clinton realized that he needed as much of the Democratic vote in the Congress as possible. It ended up being voted by the Republican majority in Congress, but he
wanted to make sure that he had enough of the Democratic support so there
were two side agreements that were signed, one on labor and one on the environment.107
The environment created the Secretary position for which I am working
with right now.' 08 In the side agreement that was signed was an article called

102 COMM'N FOR ENVTL. COOPERATION, DESTINATION SUSTAINABILITY: REDUCING
GREENHOUSE GAS EMISSIONS FROM FREIGHT TRANSPORTATION IN NORTH AMERICA (2011),

available at http://www.cec.org/Storage/99/9783_CEC-FreightTransport-finalweb-en.pdf.
103

H. COMM. ON TRANSPORT. AND INFRASTRUCTURE,

http://transportation.house.gov/singlepages.aspx/764 (last visited Nov. 21, 2011).
1
See RULES OF H. COMM. ON TRANSP. AND INFRASTRUCTURE (2011), available at
http://transportation.house.gov/Media/File/1 12th/I 12thCommitteeRules.pdf (outlining the
rules on speaker time limits).
105 See COMM'N FOR ENVTL. COOPERATION, supra note
102.
106
107

See id.
See,

e.g.,

KEVIN DANAHER & JASON MARK, INSURRECTION: CITIZEN CHALLENGES TO

CORPORATE POWER 224-225 (2003) (discussing the efforts of President Clinton to build consensus for the North America Free Trade Agreement).
108

See COMM'N FOR ENvTL. COOPERATION, supra note 102.
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Article XIII, which allows the Secretary to carry out independent research.'09
It does not necessarily have to be approved ahead of time by the three governments." 0 It is supposed to support any sort of innovation and research in
the environment."'
We carried out this research on sustainable freight transportation."l 2 It is
the seventh report that the Commission and the Secretary have put out.'13
Some of the other reports were on the impact of genetically modified corn,
MIES, which you could imagine was fairly controversial, probably the most
controversial report put out by the Secretary, because it did not get a very
good reception in part of the United States."14 Opponents wrote a lengthy
letter attached to the report basically disclaiming much of what was said in
the report.
It can become controversial, but I do not think we are in that sphere this
time. In fact, there is total support from the governments for our work."
Some of the last reports included a report on the electricity sector and, the
one we are producing today, is on green buildings."16 Why did we choose to
10 JOSEPH MCKINNEY, CREATED FROM NAFTA: THE STRUCTURE, FUNCTION, AND
SIGNIFICANCE OF THE TREATY 94-95 (2000) (detailing the application of Article XIIl

by the
Secretariat).
110 See North American Agreement on Environmental Cooperation, U.S.-Can.-Mex., art. II,
Aug. 1993, 32 I.L.M. 1480 (1993) (stating that the general commitment of each party shall be
to further scientific research and technology development in respect of environmental matters).
1 Id.
112 See DestinationSustainability:Reducing Greenhouse Gas Emissions from Freight
Transportationin North America, COMM'N FOR ENvTL. COOPERATION,
http://www.cec.org/Page.asp?PagelD=749&SiteNodelD=539 (last visited Nov. 13, 2011)
(stating that the report under Article XIll of the North American Agreement on Environmental
Cooperation presents findings and recommendations on environmentally sustainable freight
transportation in North America).
113 See id.
114 See CEC releases discussionpapers examining effects of genetically modified corn on
Mexican maize, COMM'N FOR ENvTL. COOPERATION,
http://www.cec.org/Page.aspPagelD-924&ContentlD= 1979 (last visited Nov. 13, 2011)
(stating that the Secretariat of the CEC released a set of discussion papers to launch a formal
study on the potential effects of genetically modified corn on traditional maize agriculture in
Mexico).
115 See Evaluationof Canada'sParticipationin the Commission for Environmental Cooperation(CEC), ENv'T CAN., http://www.ec.gc.ca/doc/ae-ve/CEC-CCE/s2-eng.htm (last visited
Nov. 13, 2011) (stating that the unprecedented commitment by the governments of the United
States, Canada, and Mexico to account internationally for the enforcement of their respective
environmental laws are worth noting and the CEC's work is intended to promote policies and
actions that provide mutual benefits for the environment, trade, and the economy).
116 See Green Building, COMM'N FOR ENvTL. COOPERATION,
http://www.cec.org/Page.asp?PagelD=1226&SiteNodelD=341&BLExpandlD=&AASiteLa
nguagelD=l (last visited Nov. 13, 2011) (stating that report will examine the current status of,
and future prospects for, green buildings in North America).
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work on sustainable freight transportation? The last report we did was on
green buildings.'" 7 The theme, if you will, was on greenhouse gas emissions
and the sectors most impacted are the three national economies in terms of
producing greenhouse gas emissions." 8
While the debate has changed to some degree, when we started this project two years ago, you will remember the context was very different. We
were talking about climate change. We were talking about cap and trade.
Everything seemed to be on a forward moving symmetrical motion and that
we were moving towards those areas.
In fact, the agreements would be put forward and solutions found. First,
green building was divided by the Intergovernmental Panel on Climate
Change, who you remember produced some of the controversial issues with
regard to climate change, but green building was the initial area where energy and the most mitigation could be applied very quickly.1 9 It was the
lowest hanging fruit on the evaluation that was carried out. The second was
transportation. 120 We decided the first event we would put out was on the
green buildings; the second on transportation.
Now, we thought we would do transportation, but when we started looking at the transportation sector in North America, we realized very quickly
that we needed to focus our attention. We did not have the capacity to deal
with the entire transportation sector and we thought in dealing with transportation the one issue that seems to impact the three countries most directly in
relationship to trade was freight.121

See id.
See CEC champions green building, EUR.COMM'N ENv'T,
http://ec.europa.eu/environmentletaplinaction/showcases/eu/175_en.html (last visited Nov. 13,
2011) (stating that the report published by the CEC champions the concept of green building
as an effective way to cut North America's carbon-dioxide emission levels by a third).
119 See Green Building Facts and Figures, UK GREEN BUILDING COUNCIL,
http://www.ukgbc.org/site/document/download/?document-id=950 (last visited Nov. 13,
2011) (stating that according to the IPCC, buildings account for 8.6 gigatons of carbon dioxide
emissions, or almost one quarter of total world emissions and overall buildings have a higher
CO 2 mitigation potential than any other sector).
120 See IPCC: Working Group III goes after transportationpollution, THINK PROGRESS,
http://thinkprogress.org/romm/2007/04/16/201382/ipcc-working-group-iii-goes-aftertransportation-pollution/ (last visited Nov. 13, 2011) (stating that the United Nations report is
calling for urgent action on road pollution).
121 See August 2011 Surface Trade with Canada and Mexico Rose 18.3 Percentfrom August 2010, BUREAU OF TRANSP. STATISTICS,
http://www.bts.gov/press-releases/2011/bts05411 /html/bts054 11 .html (last visited Nov. 13,
2011 ) (stating that the United States Bureau of Transportation Statistics show surface transportation between the United States and its North American neighbors, Canada and Mexico,
was 18.3 percent higher in August 2011 than in August 2010, totaling $80.4 billion and compromised eighty-six percent of total trade).
117

118
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Freight was the lifeline, if you will, between the three countries: Canada,
Mexico, and the United States.122 How do you go about carrying out research and developing recommendations to the three governments for the
three countries on a continental scale? We had to put together a panel that
included industry, academia experts, institutional representation, and the private sector. 123 You can imagine the challenge just in putting together an advisory group. If we wanted, we could have probably had seventy people in
that group. We decided to limit the number of participants because we wanted something that we could work with.124 We included in the advisory group
FedEx, as you see.125

We included Wal-Mart. When we focused on Wal-

Mart in Mexico because we had FedEx from the United States, we wanted to
have a balance between the three countries. 126 We had some NGO.127 We
had Pollution Probe from Canada.128 We had Sierra Club from the United
States.12 9 Sierra Club said it would join the advisory group only if the unions
came in.
We did not have any problems with that. So we had a group representing
a coalition of unions from Washington called the Change to Win, which included the Teamsters and others. We had the Environmental Defense Fund,
the Railroad Association of Canada, and so on and so on.130 I invite you to
read the report that you all got. You will see in inside we have a fairly extensive list of people who we consulted in the three countries.
The advisory group was not the only group that formed the basis of our
consultation. We had a two-track approach. 131 We realized this is a report
we are submitting to the governments. We want the government authorities
to react to the report. We wanted to ensure we were not off the map when
we finally do produce the report and we also wanted to ensure that we include the major stakeholders within government. So we also had some sixty
government officials that we consulted in the three countries. 132
122

123

See id.
See generally Advisory Group, COMM'N

FOR ENvTL. COOPERATION,

http://www.cec.org/Page.asp?PagelD=834&ContentlD=2689&SiteNodelD=539&BLExpand
ID= (last visited Nov. 13, 2011).
124 See generally
id.
125 See generally
id.
126 See generally
id.
127 See generally
id.
128 See generally
id.
129 See generally
id.
130 See generally
id.
131 See DestinationSustainability Reducing greenhouse gas emissionsfrom Freight
Transportation in North America: Appendix B, COMM'N FOR ENvTL. COOPERATION
http://www.cec.org/Storage/99/9783 CEC-FreightTransport-finalweb-en.pdf (last visited
Nov. 13, 2011) (showing in Appendix B the participants in the workshops and Consultations).
132 See generally
id.
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We carried out consultations in Mexico with the Department of Transportation ("DOT") and Environment of Mexico.' 3 3 We did the same thing in
Washington with DOT, Department of Commerce, Environmental Protection
Agency ("EPA"), and included the border states.' 34 These states included
California, Washington State, New York, New Jersey, and Texas.13 5 We did
the same thing in Canada, same process with the Canadian officials, and ten
provinces in this case participated.13 6
The process included the morning session with the officials in an office
and a conference call with the various state representatives. In the United
States, that also included Port Authorities; we had the Port Authority of Los
Angeles and New York State. I think we were fairly exhaustive in our consultation process and the public meetings that we held in the three countries.
I think this was the quickest report that has been done by the CEC but it
still took us close to two years to complete.13 7 If you do not mind, I am going
to skip a little bit closer to the conclusion and straight to some of the findings
that we had related to this consultation.
Recently, just as we were rolling out the report in Washington, Secretary
LaHood was following up on President Obama's announcement on energy
security and he said the transportation sector accounts for two-thirds of the
United States oil use and contributes one-third to the nation's greenhouse gas
emissions.138 We have an opportunity and an obligation to take action.
There is recognition from the three governments and from the officials in
the three governments and stakeholders of the importance of moving forward
in the transportation sector.' 3 9 If you look at the map that we have here,
those are the main corridors. This is where ninety percent of the trade will
take place between the three countries with movements of freight, including
road and rail.'4

133 See generally id.
13 See generally id.
35 See generally id.
136 See generally id.

137 See Work Planfor a report by the Secretariatof the Commissionfor Environmental
Cooperationon Sustainable FreightTransportationin North America, COMM'N FOR ENVTL.
COOPERATION, http://www.cec.org/Storage/82/7652_ArtI3FreightWork-plan en.pdf (last
visited Nov. 13, 2011) (stating that the Advisory Group shall make the announcement about
the November 4, 2009, report and will publish the report in the summer of 2010).
138 Ray LaHood, PresidentObama's Green Fleet InitiativeA Bold Step ForwardIn US
Energy Use, THE WHITE HOUSE BLOG (Apr. 1, 2011, 11:41 AM),
http://www.whitehouse.gov/blog/2011/04/01/president-obamas-green-fleet-initiative-boldstep-forward-us-energy-use (stating that the transportation sector accounts for two-thirds of
the United States' oil use and contributes one-third of the nation's greenhouse gas emissions).
139 BUREAU OF TRANSP. STATISTICS, supra note 121.

14

Id.
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I should say in carrying out our report, we did focus essentially on the
road and rail. We realized that inland waterways and marine were important
contributions. 14 Air cargo is a spectacularly growing and large source of
challenge in terms of mitigation of greenhouse gases. 142 But I would say
eighty-five to ninety percent of our focus was on road and rail.
The report identifies several key challenges I will try to touch on briefly.
First among these is the challenge of growth.14 3 NAFTA's own population is
expected to grow from 460 to 540 million people by 2030 and 600 million by
2050.144 This is notwithstanding the downturn that we recently had and you
can see things starting to pick up in all three countries.14 5 Mexico has a
growth rate of about five percent or more gross domestic product ("GDP")
per year.146
I guess there is a lot of misconception about Mexico. We hear a lot about
the violence in Mexico and we hear a lot about poverty in Mexico but, in

See DestinationSustainability:Reducing GreenhouseGas Emissionsfrom Freight
Transportationin North America, COMM'N FOR ENvTL. COOPERATION,
http://www.cec.org/Page.asp?PagelD=1226&SiteNodelD=310&BLExpandlD=154 (last
visited Nov. 13, 2011) (stating that while water, air, and other modes of freight transportation
are not covered in any depth in the CEC report, it is important to note that they are growing
rapidly).
142 See id. (stating that in the United States, greenhouse gas emissions in case of air mode
will increase twenty-seven percent between 2007 and 2030 and very little control is exercised
over aircraft and maritime emissions by national, regional, or international agencies).
143 See id. (stating that along with increasing population, economic growth, and increasing
trade have come increasing greenhouse gas emissions and evidence of a changing climate).
14
See id. (stating that North America's population will increase by 60 to 135 million people between 2005 and 2030, or by fourteen to thirty-one percent).
145 See Recession over, Bank of Canadasays, CBC NEWS (July 23, 2009),
http://www.cbc.ca/news/business/story/2009/07/23/bank-cahada-economy-recovery.html
(stating since the last quarter of 2008, the Canadian economy will grow by an annualized rate
of 1.3 per cent in the next quarter); see also Economy: Mexico recovery on track but reforms
needed in tax, labourpolicy and education, OECD,
http://www.oecd.org/document/29/0,3746,en 21571361 44315115_47895901_ 1_1 1 ,00.ht
ml (last visited Nov. 13, 2011) (stating that Mexico is recovering strongly from the global
recession, helped initially by booming exports and more recently by a pick-up in private consumption and investment); see also U.S. Economy Slowly Recoversfrom Worst Recession on
Record, U.S. DEP'T OF STATE (July 29, 2011),
http://iipdigital.usembassy.gov/iipdigital-en/index.html#axzzl dfKqBNJN (stating the United
States economy has grown for the eighth straight quarter, showing an increase in the gross
domestic product at a 1.3 percent annualized rate from April to June).
146 See Mexico's GDP Forecastedto Jump Up To 5% in 2011, INVESTMENT PROPERTIES
MEXICO, http://www.investmentpropertiesmexico.org/mexico-real-estatenews-blog/2011/05/mexicos-gdp-forecasted-to-jump-up-to-5-percent-in-201 1(last visited Nov.
13, 2011) (stating that in the first quarter of 2011 Mexico's gross domestic product has already
grown 4.6% as compared to 2010).
141
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fact, Mexico's average income is twice that of Brazil. 14 7 So it is a huge and
growing economy with a huge growing middle class.14 8
The North American economy will grow by seventy to one hundred-thirty
percent between 2005 and 2030.149 United States interstate highway travel
demand measured in vehicle miles traveled will increase from 690 billion to
1.3 trillion miles traveled.150 That is another 1.8 million trucks and I think
this is an important issue to focus on.' 5 ' I am not denying that we are going
to be putting out more regulations to increase efficiency in both the auto sector and the trucking sector.
I will be speaking to that in a few seconds but we are talking about capacity. How much capacity? How is this capacity shortfall that we have in our
infrastructure going to impact in terms of greenhouse gas emissions, in terms
of pollution, in terms of some of the health issues related to the transportation
sector?
By value, about eighty-eight percent of United States trade with Canada
and Mexico moves on land.15 2 For Canada-United States trade, as you see,
one half of the total truck traffic was handled in three ports of entry in North
America.153 One half of all the truck traffic in North America is handled in
three different crossings: Detroit-Windsor, Buffalo-Niagara Falls, and
Loredo-Nuevo Loredo.15 4 Those are the main ports of crossing.
See Fund Profile: Mexico Small-Cap ETF, GLOBALXFUNDS,
http://www.globalxfunds.com/InvestmentCase/MEXSProfile Sheet.pdf (last visited Nov.
13, 2011) (stating that Mexican consumers have a per-capita income twice as large as Brazil's
consumers).
148 See Shannon K. O'Neil, The Bright Side of the Global Economy: The Middle Class Is
Growing, THE ATLANTIC (Nov. 9, 2011),
http://www.theatlantic.com/businesslarchive/201 1/11 /the-bright-side-of-the-global-economythe-middle-class-is-growing/248161/ (stating that there is a middle class revolution happening
in the largest economies in Central and South America).
149 See North American Environmental Outlook to 2030, COMM'N FOR ENvTL.
COOPERATION, http://www.cec.org/Storage/64/9458_Outlook2O30 en.pdf (last visited Nov.
13, 2011).
Iso O'Neil, supra note 148 (stating that the United States nterstate highway travel demand,
measured in vehicle-miles traveled, will increase from 690 billion in 2002 to 1.3 trillion by
2026).
151 See Development: Today & Tomorrow, TRADE CORRIDORS,
http://www.tradecoridors.com/explore-the-coridors/transcon/development.html (last visited
Nov. 13, 2011) (stating that by 2020, trucks will move three billion more tons of freight nationwide than they haul today).
147

152

O'Neil, supra note 148.

See Canada-USTrade by Truck, BC TRUCKING Ass'N,
http://www.bctrucking.com/industry/trade.php#canustrade (last visited Nov. 13, 2011) (stating
that Windsor/Detoit, Fort Erie/Niagara Falls, and Sarnia account for sixty percent of the total
freight passing between Canada and the United States in trucks).
15 O'Neil, supra note 148.
1ss See id.
153
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For the full year 2010, United States surface transportation trade with its
North American trade partners in Canada and Mexico shot up a record of
24.3 percent versus calendar year 2009.156 The United States DOT confirmed this in the trade report issued March 17, 201 1.17 In fact, 2010 was
the largest increase annual percentage gain since NAFTA was signed in
1994.' The rebound in the economy had an impact very quickly in terms of
transportation and freight movements across the three countries. 5 9
As you explained, Kim, we are on a common supply chain. Autos that
are built in Detroit or Windsor, its parts are coming from Mexico.'6 I think
it was Steven Blank in one of his presentations who had a diagram of a car
with flags attached to each part in the car and it is just incredible to see where
the parts come from. It is a seamless supply chain in some ways in building
in the automotive sector, the aeronautic sector, and many sectors of our industry.' 6 ' The three countries, in fact, are integrated in terms of supply
chain.162 Interestingly enough, I am sure none of you would have answered
if I asked you the question, which form of transportation, in fact, carries the
largest tonnage? You will see it is the pipeline. So that goes back to the
issue that was addressed by the investor yesterday. Pipelines are an important issue but it is not a sector that we focused on.
These are some of the findings, then, in terms of impact on freight. The
transportation sector in North America is only second to electricity generation in terms of CO 2 emissions produced.16 3 The United States freight alone

156

See Annual NAFTA Trade is Up 24.3 Percent in 2010, HEAVY DUTY MFRs. Ass'N,

http://www.hdma.org/Main-Menu/HDMA-Publications/Diesel-Download/March-21 2011 /Annual-NAFTA-Trade-is-Up-243-Percent-in-201 0.html (last visited Nov. 13, 2011)
(stating that surface transportation trade between the United States and Canada and Mexico
increased by 24.3% in 2010 compared to 2009).
'
Press Release, Dep't of Transp., 2010 Surface Trade with Canada and Mexico Rose
from 2009, Remains Lower than 2008 (Mar. 17, 2011), availableat
http://www.bts.gov/press-releases/201 I/bts0 1611 /pdf/bts0 16 l .pdf.
"8 See id.
'
HEAVY DUTY MFRS. Ass'N, supra note 156.
160 See Bye-Bye Blue Collar, CAN. INT'L COUNCIL,

http://www.opencanada.org/features/bye-bye-blue-collar/ (last visited Nov. 13, 2011) (stating
Mexico has become a supplier in automotive parts production and Canada specializes in assembly, rather than parts production).
161 See Jean-Paul Rodrigue et al., Transport Corridorsin North America, HOFSTRA U.,
http://people.hofstra.edulgeotransleng/ch2enlappl2en/ch2alen.htmi (last visited Feb. 6, 2012)
(stating that better integration between production and distribution due to cost and time efficiency along transport corridors make them an intermodal supply chain composed of gateways
and inland ports and functionally integrated supply chains).
162

See id.
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See INT'L ENERGY AGENCY, CO 2 EMISSIONS FROM FUEL COMBUSTION: HIGHLIGHTS
10

(2011), availableat http://www.iea.org/co2highlights/co2highlights.pdf.
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had emissions increase by seventy-four percent between 1990 and 2 0 0 8 .'6 It
is a huge swath of problems that we face and challenges that we face in terms
of greenhouse gases.1 65 It does not mean that we are not doing anything
about it but it means that we definitely have a challenge in dealing with this.
Fuel standards alone will not solve the problem.' 66 For sure the technology and fuel standards that we apply and the issues around fuel are important
contributors. But if you are looking just in terms of volume, and this is I
think the key here, some of the projections that we have looked at and some
of the reports that we have seen, one from the United States DOT shows that
in light-duty vehicles, we see a twelve percent decline in terms of contribution to greenhouse gas emissions from 2007 to 2030.167
While in the freight sector, on the other end, we show projections of a
twenty percent increase. 168 So while we are succeeding in a number of areas
in the automobile and lightweight trucking vehicles, in the heavy-duty truck
movement of freight we do have a challenge and it is a challenge that the
United States, Canada, and Mexico understand.169
In fact, President Obama announced just recently in the last year that by
2012 or 2014 heavy-duty trucks will have to reduce and be more efficient in
terms of impact on the environment and the production of emissions and
greenhouse gases.170 Canada followed suit practically the next day.171
164 COMM'N FOR ENvTL. COOPERATION, DESTINATION SUSTAINABILITY: REDUCING
GREENHOUSE GAS EMISSIONS FROM FREIGHT TRANSPORTATION IN NORTH AMERICA 24

(2011),
available at http://www.cec.org/Storage/99/9783 CEC-FreightTransport-finalweb-en.pdf.
165

See generally INT'L ENERGY AGENCY, supra note 163.

166 See Louis Nelson, Fuel Economy StandardsNecessary But Not Sufficient to Cut Oil
Demand, Sci. AM. (June 24, 2011), http://www.scientificamerican.com/article.cfm?id=fueleconomy-standards-necessary-not-sufficient-cut-oil-deman (stating that simply forcing the
automotive industry to comply with tougher fuel economy standards will not be enough to
create substantial cuts in either greenhouse gas emissions or oil use).
167

See Slowing Climate Change, N. AM. STEEL INTERSTATE COAL.,

http://www.steelinterstate.org/topics/slowing-climate-change (last visited Nov. 13, 2011)
(stating that despite a forty-two percent increase between 2007 and 2030 in vehicle miles
traveled, light-duty vehicle green house gas emissions are projected to decline nearly twelve
percent).
168
169

See id.
See COMM'N FOR ENvTL. COOPERATION, SUSTAINABLE FREIGHT TRANSPORTATION
IN

NORTH AMERICA 2 (2010), availableat http://www.cec.org/Storage/87/9512 FreightFactsFigures en.pdf (showing the transportation-related green house gas emissions in North
America).
170 See Obama Unveils First Fuel Efficiency Rule for Heavy Duty Trucks, ENV'T NEWS
SERV. (Aug. 9, 2011), http://www.ens-newswire.com/ens/aug20l1/2011-08-09-02.htmi (stating President Barack Obama announced the first national fuel efficiency and greenhouse gas
emissions standards for medium- and heavy-duty trucks and buses).

171 Press Release, Env't Can., Canada Working to Address Emissions from Heavy-Duty
Vehicles (Aug. 9, 2011), availableat
http://www.ec.gc.caldefault.asp?lang=En&n=714D9AAE- 1&news=8El D0595-47C2-4B34-
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I think at the time the Minister of Environment, Jim Prentice, was visiting
a Canadian tire store in Vancouver and announced Canada will harmonize
with the United States.172 For sure it was discussed beforehand but it did
sound a little bit impromptu the way it came out. This was negotiated before
and, in fact, Canada has been working with the United States ensuring both
harmonization in heavy-duty truck and light vehicles. 7 3 As for light-duty
trucks, we do have a harmonized emissions regulatory environment.174
Our efforts are also to bring Mexico into the fore because we are not going to stop air flows at the border like we try to stop trucks or people. Air
just moves without distinction of border and we are in one geographic zone.
It is important that we have common policies to deal with the environment.
That was the intention, in fact, of setting up the CEC in the first place.
Yesterday, we addressed some of the challenges we face in a general way
in dealing with carbon issues and so forth. We also discussed inadequate
coordination among transportation agencies being a major issue and that not
only deals with the three countries but it is also state-to-state, municipal-tomunicipal, province-to-province.17 5 We are in a federal system.
Each of the countries is a federal structure. Even though Mexico may be
a little more centralized in terms of policy, it remains a federal structure. So
are Canada and the United States, and it is often difficult to create national
standards that can be applied. It requires agreements between provinces, between states, and so on and so forth. We do have a challenge there. We have
a major issue with regards to the impact of planning transportation infrastructure and the issue of land use. Some movements are coming forward. I
know in California there is some legislation that would require any kind of
infrastructure development to include land use planning.' 76 So that is moving
in the right direction.
8DF3-7F86D3B6B210.
172 Canada to tighten emission regulationsfor heavy duty vehicles, GLOBE-NET NEWS
(May 21, 2010), http://www.globe-net.com/articles/2010/may/21/canada-to-tighten-emissionregulations-for-heavy-duty-vehicles/?sub=1 1.
173 Greg Keenan et al., Canada and U.S. team up to restrictauto emissions, GLOBE AND
MAIL (Apr. 1, 2010), http://www.theglobeandmail.com/news/national/canada-us-team-up-torestrict-auto-emissions/articlel 519474/.
174 See The Honorable Jim Prentice, Minister of the Env't, Announcement of New Emission Standards for Heavy Trucks (May 21, 2011), availableat
http://www.ec.gc.ca/default.asp?lang=En&n=6F2DEICA-1 &news=DF2A4028-CFC8-40D89720-B0103344F429 (stating the Canadian Government proposed light-duty truck regulations
in April 2011).
175 See generally SHELIA HOLBROOK-WHITE, SIERRA CLUB & TEXAS CITIZEN FUND, NAFTA
TRANSPORTATION CORRIDORS: APPROACHES TO THE ASSESSING ENVIRONMENTAL IMPACTS AND

ALTERNATIVES (2000), availableat http://www.cec.org/Storage/79/7315 sierra-EN.pdf.
76 See Josh Stephens, 2011 Legislative Slate Abounds with Land Use Bills, CAL. PLANNING
AND DEV. REPORT (May 31, 2011, 5:20 PM), http://www.cp-dr.com/node/2952.
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Inadequate funding for transportation infrastructure is a common theme.
It comes back to haunt us quite a bit. We have to realize that we are in a
competitive environment when it comes to trade and transportation. The
European block is moving much quicker in terms of integrating and making
major investments in terms of infrastructure developments.1 77
Just to give you an idea, China last year spent nine percent of its GDP on
infrastructure; India, three-and-a-half percent of its GDP. 7' The United
States spent less than one percent of its GDP on infrastructure. 17 9 Of course,
in terms of scale in dollar words, it is not a comparative analysis that is going
to work but it just gives you an indication of where we have to move.
I think we went through some one hundred and forty reports that were
produced on sustainable freight transportation and freight-related issues over
the last two years. So there have been a lot of reports. There have been a lot
of commissions that were set up. This is the only report that deals, I think,
with North America as a transportation system. I think it is important to focus on this. I think this is a message that we need to bring forward to some
of the policy makers in our three countries.
Now, there have been efforts, and I should say before I get into the recommendations, there was an event in 2008 as part of the Security and Prosperity Partnership of North America when the Canadian Minister of Transportation came out of the Montebello meeting and asked that there be a meeting of the three transportation ministers to look at the North American transportation system as a whole.'8 0
Those meetings never were carried through.s'8 To my knowledge, I have
never been able to find any kind of memo or information that the officials
from the three governments actually followed through on this. There were
177 See TEN-T/ Transport infrastructure,EUROPE COMM'N MOBILITY AND
TRANSPORT,

http://ec.europa.eultransport/infrastructure/index-en.htm (last modified Apr. 29, 2011) (stating
the total investment on transport infrastructure during the 2000 to 2006 period was C859
billion in the European Union).
178 See DORIT PROBST-SALLIS, Swiss INDIAN CHAMBERS OF COMMERCE, "OF ELEPHANTS
AND TIGERS": INFRASTRUCTURE AND MANUFACTURING, INDIA'S FUTURE GROWTH DRIVERS

(2006), availableat http://www.sicc.chlarchive/documents/OfElephantsandTigers.pdf.
17 See Life in the Slow Lane, THE ECoNoMIST (Apr. 28, 2011),
http://www.economist.com/node/1 8620944 (stating that total public spending on transport and
water infrastructure has fallen steadily since the 1960s in the United States and now stands at
2.4% of GDP).
180 See generally About SPP, Security and Prosperity Partnershipof North American,
Gov'T OF CAN., http://www.spp-psp.gc.caleic/site/spp-psp.nsf/eng/h_00003.html (last visited
Feb. 6, 2012).
181 Cf Meetings, Security and ProsperityPartnershipof North American, Gov'T OF CAN.,
http://www.spp-psp.gc.ca/eic/site/spp-psp.nsf/eng/h-000 I 3.html (last visited Feb. 6, 2012)
(stating the various representatives from the North American countries met in February of
2007 to discuss the Security and Prosperity Partnership).
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elections, there were minister changes, governments changed, and the initiative fell through. So the first recommendation that we make in our report is
the need to have a forum of ministers of transportation and environment to
meet annually to discuss transportation policies in the three countries.
I think it is really important. I think Canada has an initiative called
"Gateways and Corridors" at Transport Canada.182 The United States is reviewing a major transportation bill, which will define how the transportation
system develops over the next few years.'8 Mexico is moving into major
investments in infrastructures of roads, rail, and ports. Unless we sit together, this is not one transportation system in North America.'8 Unless we
sit together, we are not going to have as competitive, efficient, and as sustainable a system as we want to have and this is will impact energy.'" It is
going to impact greenhouse gases.' 8 6 It is going to impact fuels.18 7
Let me conclude very quickly. We discussed the carbon price issue. I
think just to go back to yesterday, we had a member from the Organization
for Economic Co-operation and Development say that first thing you have to
have is a price on carbon. And everybody around the table from industry and
everywhere agreed but did not focus on the issue.
North America, as opposed to Europe, is not something that comes from
the top down.' 88 It is something that comes from the bottom up.' 89 You have
to get all the stakeholders in all the different parts and regions of the country
to agree on a common theme. It is kind of more difficult than what goes on
in the European Union. Anyway, we decided for purposes of efficiency to
move a little bit away from a major discussion but we recognize that the
stakeholders did agree that we need to have some sort of signal both for investment purposes and for marketing purposes on carbon.
The third recommendation, of course, is that we need to improve efficiency by investing much more in terms of technology and so forth.' 90 We
need to have that investment in order to move forward.
The fourth main issue is more cross-border collaboration.19' Empty miles,
too many trucks, and too many movements of freight are inefficient.192 We
Gateways and Corridors,Gov'T OF CAN., http://www.tc.gc.caleng/innovationgateways-and-corridors.htm (last visited Nov. 8, 2011).
83 H.R. Res. 2887, 125th Cong. (2011) (enacted).
182

84

COMM'N FOR ENVTL. COOPERATION, supra note 164, at 53.

18 See id.
186 See id. at 22.
187 See id. at 53.
18
See id. at 54.
89 See id.
'9 See id.
o See id. at 53.
192 See id.
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need better logistics between the three countries in terms of ensuring that we
have less empty miles. Maybe we should start dealing some of the cabotage
rules; open skies is a good format to think about. We did that in the airline
industry-maybe we can apply some of those concepts to the freight sector
and transportation sector.
We have got some great initiatives. In the United States, you have the
Smart Ways Program, which is a voluntary program to support the freight
sector to develop and integrate new technologies in order to become more
efficient.' 93 It has been a very, very successful program. 194
In Canada, you have what is called Fleet Smart, which is a driver-training
program that has an impact of between five and ten percent in terms of reduction of green house gases just by improving the driving skills of the drivers. 19 5 There is a memorandum of agreement now between the United States'
Smart Ways, the EPA, and Fleet Smart to integrate both programs and to
promote both programs in the United States and Canada. 196
We are working with Mexico in trying to get it to participate as well. It
will be easy in Mexico because in Canada we work on the metric system so
Mexico can just adapt it quite easily. The United States is developing other
techniques that will support that kind of work.19 7
The last issue is on data and data gathering. 198 I think it is important to
understand that we need proper information that can be used by the three
governments for the three countries that have some congruence in terms of
analyzing the situation. When we started doing this research project, we
could not get comparable basic information between Canada and the United
States or between Canada, the United States, and Mexico. There are different definitions on what is a light- or heavy-duty truck, what is freight transportation, and so forth.199
We need to have common indexes between the three countries. I think we
can do it. It is not a major challenge. There have been efforts between the

i9 Smart Way, U.S. ENVTL. PROT. AGENCY, http://www.epa.gov/smartway/ (last visited
Nov. 8, 2011).
194

Carl Pope, A Smart Way to Start Rebuilding America, HUFFINGTON POST (Nov. 4, 2011),

http://www.huffingtonpost.com/carl-pope/a-smart-waytostartrebu_b_1 074257.html?ref=green.
195 Fleetsmart,NATURAL RES. CAN., http://fleetsmart.nrcan.gc.ca/ (last visited Nov. 8,

2011).

196 Memorandum of Understandingbetween the Departmentof NaturalResources of Canada and the Environmental ProtectionAgency, NATURAL RES. CAN.,

http://fleetsmart.nrcan.gc.ca/index.cfm?fuseaction=fleetsmart.sw-a (last visited Nov. 8, 2011).
9 See id.
'9' COMM'N FOR ENvTL. COOPERATION, supra note 164, at 54.
'9 See id.
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three statistical institutes in the United States, Canada, and Mexico, and we
need to support it by government policy. 200 Thank you very much.
DISCUSSION FOLLOWING PANELISTS' REMARKS
MR. SANDS: This has been a very good discussion and we have some
time for questions. I will take advantage to start it off.
There is a connection between the things that you were both saying. Kim,
you were talking about a global supply chain that has a certain illogic to it
with transportation costs rising because of fuel costs and, Benjamin, you
were talking about the transportation infrastructure being weak and also the
need to be where energy sources are located. Are we about to see not a government-led sort of drive or efficiency but an industry-led drive that consolidates the industry geographically to deal with some of the supply chain issues and to address some of the sustainability issues with freight? Or do you
think that is too optimistic? How would you see the drivers here with this
change?
MR. HILL: I think we are seeing a change and, in the absence of any defined government policy, Exxon and British Petroleum are setting our policy
for us by increasing the transportation costs.201 There is nothing like getting
the private sector to respond by ballooning a line item on the cost sheet for
them and they will start attacking it. 202
So I think it is happening. For years we were talking in our office about
these global supply chains and the risk in the equation. We saw the equation,
transportation cost, freight in, freight out, and cost of labor. Every argument
was thrown up there and we said, "Where is the risk component in this
thing?"
The risk of some disruption in the supply chain was very, very small.203
As we saw, the probability is very small. But, if there is an event, the cost is
enormous. I think that we are embarking on a new era and I can predict that
we are going to reexamine why we would globalize as we have done so.
MR. SANDS: And, Benjamin, do you think that the governments are going to be able to get ahead of this or will they be playing catch-up based on
what you have seen?
MR. TEITELBAUM: I think the challenge near shoring is happening. It
was happening even before the 2008 recession. Manufacturing statistics in
200 See id. at 59.

201 TRANSP. EcoN. & MGMT SYs., INC., IMPACT OF HIGH OIL PRICES
ON FREIGHT

13-14 (2008), available at
http://www.marad.dot.gov/documents/Modal ShiftStudy_-_TechnicalReport.pdf.
TRANSPORTATION: MODAL SHIFT POTENTIAL IN FIVE CORRIDORS

202 See id.
203 See id. at 2.
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204

I do not know if everybody
the United States were starting to increase.
paid attention to it and I think we are going to see that trend continue, which
is probably a great thing in terms of better energy use and so forth.
The problem really is that we still are not going to reduce the amount of
trade. It is a question of volume. It is relative volume; so trade is increasing.205 Populations are increasing.206 Globalization is going to be there even
if we have near shoring and more of the manufacturing of goods takes place
in North America, but the capacity is just not there yet.207
We are not investing sufficiently in the infrastructures in each of the
countries. 20 8 And we are not talking to each other in terms of planning. 209 So
if Panama Canal increases in terms of opportunities for larger ships to come
through and new United States ports develop larger capacities, we remain in
a situation where infrastructures have to be built there: roads, rail, and whatever else to enable that movement to take place.2 10
Now, there are a lot of things going on at the same time. Inland ports are
being developed to redistribute, act as warehousing, and so forth but the capacity issue from everything that we have seen in terms of data is heading
towards handling those movements in an efficient and competitive sense. 2 1 1
HON. JAMES PETERSON: My name is Jim Peterson. Benjamin, very
briefly, did you look at the possibility of long combination vehicles, one tractor, two fifty-three foot trailers, and if so, how much can they save in terms
of greenhouse gases?
MR. TEITELBAUM: We looked at it in terms basically because the
stakeholders were around the table and raised it as an issue fairly regularly
but it came up now and then. The problem is a lot of that regulatory environment regarding weight and size are state controlled.2 12
HON. JAMES PETERSON: Thank you.
MR. TEITELBAUM: So in Canada, I think it is over a hundred thousand
pounds per trailer.

204

U.S. CENSUS BUREAU, STATISTICAL ABSTRACT OF THE UNITED STATES:

2012 849 (2011),

availableat http://www.census.gov/prod/2011pubs/I2statab/intlstat.pdf.
205 COMM'N FOR ENVTL. COOPERATION, supra note
164, at 16.
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See generally TRANSP. EcON. & MGMT SYS., INC., supra note 201, at 4.
See id. at 2-3.
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212 See generally Diane Katz, Time to Thaw Federal Freeze
on State Truck Regulations,
PUB. POLICY & SUSTAINABILITY (June 13, 2011),
http://www.freightpublicpolicy.org/2011/06/time-to-thaw-federal-freeze-on-state-truckregulations/ (stating the United States Congress began regulating the size of trucks on interstate highways over two decades ago).
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HON. JAMES PETERSON: It just means you have two trailers as op-

posed to one.
MR. TEITELBAUM: I know but regulatory issues are state controlled.
There are issues about safety.
HON. JAMES PETERSON: We have looked at that in Ontario and Qu6bec, and Qu6bec allows it. 2 13 Ontario is testing it right now.2 14 We will
probably allow it very soon.
MR. TEITELBAUM: This goes exactly to the two recommendations we
made. The first one is we need the three transportation government officials
and environmental ministers to meet on a regular basis and underneath that,
at the same time practically, we need a forum of stakeholders to discuss those
issues with those decision makers to ensure we have national standards that
meet those interests and increase efficiency.
HON. JAMES PETERSON: Kim, very briefly, with China being the
fastest growing market for automobiles, how can we repeal globalization?
Through volume they are going to have much cheaper cost for components.215
MR. HILL: We do not need to repeal it. We are doing what we are doing. General Motors is one of the largest sellers of vehicles in China and so
we co-locate. 21621The auto industry is great at scaling up operations.2 17 We do
218
not need to make them all in one place and ship them elsewhere.21 China is
trying to develop the infrastructure, the manufacturing processes, and the
power generation to be able to build enough cars to meet the demand of their
domestic market.219
People are talking about what happens when the Chinese start exporting
cars over here. China is going to have to catch up with demand in its own
country before it even thinks about supplying over here.220 We have seen it
time and time again that a company based overseas comes to the North
American market: Toyota, Honda, the Koreans, and the Germans all started
importing vehicles here.22'

213 Ontario Long Combination Vehicles Program, LCV Weights and Dimensions, ONT.
MINISTRY OF TRANSP., http://www.mto.gov.on.ca/english/trucks/lcv/program-

conditions/weights-and-dimensions.shtml (last modified Mar. 10, 2011).
214 See id.

215 Patti Waldmeir, China'sAuto Market Remains Buoyant, FIN. TIMES (Nov. 15, 2011),
http://www.ft.com/intl/cms/s/0/e62cbe30-Of8e- l lel 88ccOO l44feabdc0.html#axzzlel 5UpYOi.
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They caught on and by the time they get to about one percent market
share here in the United States, they may decide they are going to build an
operation here and then build up the supply infrastructure. 2 22 China is just
another data point out there.
MR. ROBINSON: Michael Robinson from Fasken Martineau in Toronto.
A question for Benjamin. I only read one annual report a year. It is by some
fairly successful investor called Buffet. In the Berkshire Hathaway annual
report last year, I noticed that he thought it was a good idea to buy a little
railroad.223
MR. SANDS: The Burlington Northern Santa Fe Railway.
MR. ROBINSON: Yes, he had a few billion dollars lying around to do
something with it. Some of the comments here about the amount of freight,
cost per mile, and barrels of diesel used by rail compared to truck made me
wonder why your report did not say much about rail. I thought that must
mean that Buffet is even smarter than everybody thought because the rail
system is so good and so good for the environment that it does not need improvement. It is the darn trucks. So can you tell us a little more? Does that
make sense?
MR. TEITELBAUM: We did focus on rail as well. It was not as much as
we focused perhaps on the trucking issue to some extent but I think we tried
to parcel out both. We focused on intermodal shifts as one opportunity to
reduce greenhouse gases. For sure rail is definitely a lower emitter of greenhouse gases, more efficient, and steel on steel works a lot better than the
roadways.224
But we also noticed from speaking to shippers and carriers that the decision to use one mode or another is driven by the market and no matter how
we look at it, and even if you look at the Burlington Northern Santa Fe Railway, I think about thirty percent of their merchandise on the rail is coal.225
How do we then define greenhouse gas impact and so forth? I did not
want to get into that discussion, and I am not trying to. I think rail is an important part of it. Even though our report is focused on improving sustainability in the freight sector, the secret we can speak amongst ourselves is that
the freight system in North America is probably one of the most efficient in
the world.226

222

See id.

223 Nick Zieminski, Buffett Buying Burlington Rail in his Biggest Deal,
REUTERS (Nov. 3,

2009), http://www.reuters.com/article/2009/11/03/us-burlingtonnorthem-berkshireidUSTRE5A22A720091103.
224 TRANSP. EcoN. & MGMT SYS., INC., supra note 201, at 24.
225 See id.
226 COMM'N FOR ENvTL. COOPERATION, supra note 164, at 1.
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It is not that it is inefficient; it is just that we have to maintain our competitive edge, our efficiency, and reduce greenhouse gases from freight by
intermodal and modal ships if we can and where we can. Some of these,
such as the building of these inland ports, address that issue.
Trucking and rail compete but we also realize that they need each other in
227
There are incentives that
terms of the transportation system as a whole.
have to decide. How
the
governments
are out there and that is a question
much money are they willing to put out to improve the infrastructure? What
kind of incentives are they ready to provide because the margin under which
some of these trucking firms work is very, very low?
That is one of the issues we have had with the Mexican-United States
trucking issue but part of the reaction in the union movement in the United
States is to protect independent drivers, who make approximately twenty228
eight thousand dollars a year driving ten to fifteen hours a day.
So we have some major issues with the way market forces work and for
sure the issue of intermodal is something we tried to address in the report.
MR. HELL: I might also add, when you look at the auto sector, you make
a great point, but again to make an automobile takes thousands of parts coming from hundreds, if not thousands, of smaller companies that feed into that
one central location. 2 29 So it does not make any sense to have a thousand rail
lines coming from all sorts of different directions.
However, when General Motors or Chrysler builds engines in Mexico and
installs them into motor vehicles in Sterling Heights, Michigan there is a
train that comes directly from Mexico loaded up with engines and then those
cars are built. 2 30 The cars are put on the train, taken to a central location, and
distributed.23 1
It is an intermodal effect: that rail is used where it makes the most sense
and then trucks used to do the micro-distribution of things.232
MR. TEITELBAUM: The last mile.
MR. HILL: The last mile, right.
MR. CRANE: Question. I share, Jim, your views on electric vehicles. I
think we are betting heavily on the technology that will not go. I was a bit
concerned about what seemed to be a dismissive view of hydrogen fuel cells.
I was struck by two things. One is the Obama Administration tried to slash
227
228

See id.

Ellen Simon, Independent Truckers See End of the Road, USA TODAY (Mar. 1, 2008),
http://www.usatoday.com/moneylindustries/2008-03-01 -truckersN.htm.
229 See generallyTimothy J. Sturgeon et al., Globalizationof the Automotive Industry:
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support for fuel cell research and development but it was the automobile
companies that mounted a very strong campaign to get that funding. 233 The
auto industry seems to still be pursuing that option quite heavily. 2 34
When the National Academy of Sciences reviewed what is now called
"next generation vehicles" or "future generation," it emphasized the importance of maintaining the investment in the hydrogen program because it still
saw that as a longer-term possibility; that if we have electric vehicles, it is a
transition kind of thing.235
My question, though, has to do with the price of oil going over a hundred
dollars a barrel and does it make sense to have these global supply chains?
What I did not hear was what difference that additional cost for the price
of oil really makes to the price of the final delivered product of the component. In other words, if you are shipping electric cable systems of cars in
China, the price of oil goes up, and how much does that affect the price of
what you are importing from China? Is it five percent or three percent of the
cost? What does it amount to?
MR. HILL: One of the reasons that we have seen production moving offshore is to reduce the cost of labor going in to make a motor vehicle.236 The
percentage of labor cost of building an entire automobile is less than ten percent.2 37 We started to say that does not make sense because maybe we will
save a little bit on labor, but we are only going to knock off a percentage or
two. Eighty-five percent of the cost is procuring parts for the vehicle and the
transport is cooked into that. 2 38
I do not know what to pull out as just the transportation component. I
know on a piece by piece basis that sometimes it does make sense because
somebody somewhere has developed a process that can make vehicles unbelievably cheap.239
Some of the suppliers that we know prefer to have two or three locations
globally and ship everywhere else because that is the cheapest way to scale
up an enormous plant making these things. In some cases it does make sense
233 Jeff Plungis & Angela Greiling Keane, Obama Seeks to Cut Clean-Diesel, Fuel-Cell
Funding, BLOOMBERG (Feb. 14, 2011), http://www.bloomberg.com/news/2011-02-14/obamabudget-ends-funding-for-clean-diesel-cuts-fuel-ceI-plan.html.
234

See id.
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NAT'L ACADEMY OF SCIENCES, THE HYDROGEN ECONOMY: OPPORTUNITY, COSTS,

BARRIERS, AND R&D NEEDS 116-122 (2004), available at

http://www.nap.edu/openbook.php?record-id=1 0922&page=R2.

236 See id.
237 David Morgan, The True PriceofAuto Labor Costs, CBS NEWS (Mar. 30, 2009, 1:02

PM), http://www.cbsnews.com/stories/2008/12/19/business/main4677571.shtml (stating the
United Auto Workers reports labor costs about ten percent of the total cost of producing a
vehicle).
238 See id.
239 See id.
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and I am not saying you just cut the umbilical cord completely. What I am
talking about are key components to motor vehicles. It makes no sense to
have one plant in Japan making sixty percent of the microchips that are used
globally by industries in one location. The auto industry is a huge consumer
of these microchips and so why are we not making them here?
Back to your other point, though, and I am sorry if I was dismissive about
fuel cells, I do think fuel cells have an enormous potential. My point was the
Department of Energy and the Obama Administration picks a technology.
Remember that I started out saying, believe it or not, the politicians are not
the smartest group of people. They are not the ones to go and pick a technology. What they should do is give a goal for energy efficiency and reduction
of emissions. The private sector company may go out there and the government will enable it but will not tell the private company which technology to
use. I think fuel cells are fabulous.
My point is we are spending billions and billions and billions building up
a battery structure for one percent of the market. 240 What is not being invested in are fuel cells, diesel, and compressed natural gas.24 1 You are absolutely right. When the Obama Administration zeroed it out-and the Bush
Administration had a lot of funding going toward development of fuel
cells-Honda, for one, led the charge on that because is does have some prototype fuel cell vehicles that are on the road in California right now. 242
Fuel cells are ten years out because the cost of it is kind of like fuel exploration. 243 There is always a twenty year supply of fuel because it makes
sense.244 There is not a thirty year supply of fuel because the cost structure
does not make enough sense to go and find thirty years' worth of supply.245
But as the twenty year supply goes down to ten and the cost of fuel goes up,
we start digging in the ground and exploring for more, and lo and behold, we
find more fuel. 246
Same thing here. If we invest in fuel cells more and more, we are going
to get some return on it finally but right now it is a million dollars for a car

240 Plungis & Keane, supra note 233.
241 See id.
242 Honda Fuel Cell Electric Vehicle,

http://world. honda.com/FuelCell/ (last visited Nov. 23, 2011).
243 Michael Bettencourt, Toyota to Debut Five cars in Tokyo, GLOBE AND MAIL (Nov. 23,
2011), availableat http://www.theglobeandmail.com/globe-drive/toyota-to-debut-five-carsintkyo/article2246164/?utmmedium=Feeds%3A%20RSS%2FAtom&utmsource=Home&utm content=2246164.
244 NAT'L ACADEMY OF SCIENCES, supra note 235, at 8.
245 See id.
246 See id.
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with a fuel cell in it.2 47 So are you going to buy that or are you going to buy
a Cruiser built down in Lordstown for fifteen or eighteen thousand dollars?
MR. SANDS: We are talking about lead times and there is a lead time for
the next panel. Thanks very much to our panels. They have been terrific.
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See Bettencourt, supra note 243.

